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FOREWORD 
Some time ago I asked Dr. Walter W. Wilcox of the Legislative 
Reference Service, Library of Congress, to review the various new 
farm program proposals and all technical studies dealing with possible 
modiications of existing price-support programs 
As a result of this study Dr. Wilcox has prepared the following 
summary of a number of the alternatives which have been proposed 
} 


Dee} 


This summary should be helpful to all committee members as 


eround information on the more important issues which no doubt will 
be presented at our regional long-term agric 
this fall. 
‘LIFFORD R. Hopr, 
nmillee Agricul 
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Summary of Background Materials for Regional Longtime 
Agricultural Policy Hearings 


These hearings, scheduled in all the important agri ultural sections 
of the United States during the fall of 1953, are being held at a critical 
time for agriculture. Farm prices have been declining for some time, 
vet the prices of goods and services purchased by farmers have con- 
tinued to rise and temporarily at least have stabilized at new record 
high levels. The farm price index on August 15, 1953, was 258 
(1910-14 100), down 17 percent from the post Korea high of 313 
reached in February 1951. At the same time the index of prices 
paid for family living items was 273, within 1 percent of its alltime 
record high and the indexes for motor vehicles and farm machinery 


96 ‘ | ° ] l rm ’ . 1 
were 362 and 310, the hichest levels on record The index of hired 
labor wage rates at this time was 514 Interest rates also have been 
- + ' 
rising mm recent months 
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disp M3 ha ) 71D ! hiohy than 12 months 
( urdic 
With this high level of income, consumers are maintaining their 
' 
ye] ses of all our mauor foods at n ar-record retail prices 
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larmers, workers can now buy substantially more food with an hour's 
labor tha Mm anv earher perlod im DIstors his is a pomtl oiten 
overlook ci ny y yin n people 
An hour of tactorv labor would buy the following quantities of 
specific foods in 1929 and June 1952 
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cx 
level 
produced foods in July were 3 percent lower than a vear ago while the 


I 
prices received by farmers for food products were 7 percent lower. 


Mstuners it them retau food prices Maint ined at recent high 


n spite of the decline in farm prices. Retail prices of farm- 


Retail prices of all foods ac tually increased from an index of 111 i 


Kebruar 1953 to an index of 114 in Julv 1953, while prices received 
bv farmers fell fi in index of 97 in February to 96 in July. 
Hourly earnings i mplovees | food-marketing firms im recent 


arier 


1 
months have avVeravres about » percent higher than a vear 
~2 


Freight rates on agricultural commodities in 1952 averaged 7 percent 


higher than a vear earlier and further increases in some truck rates 
have increased transportation costs even more in 1953. The farmer’s 
share of the consumer’s food dollar has dropped from 54 cents in 1945 
to 45 cents in July of this vear 

( CARRYOVER STOCKS 


The near record crops in 1953, which now seem assured, will result 
in somewhat higher farm marketings in the year ahead and in further 


increases in our present substantial carrvovers. We are entering the 


1953-54 crop vear with a carrvover of corn and other feed concentrates 
of 28 million tons, equal to about 20 percent of a normal vear’s disap- 
pearance ; 530 million bushels of wheat, equal to 60 percent of a normal 
year’s consumption and exports; and 5.2 million bales of cotton, equal 
to 40 percent of a normal vear’s consumption and exports. Stocks of 
dairy products and of many other foods are above normal. 

In view of the high level of production in 1953, carrvover stocks of 
most of these products will be higher next vear , 
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CONTRIBUTION OF INTEGRATED PRICE-SUPPORT PROGRAMS 


An overall evaluation of the effect of our present price-suppot 
programs in maintaining farm income indicates the following con- 
clusions: At existing price-support levels (90 percent of parity) with 
no acreage restrictions, average growing weather and a hi 
domestic employment and income, but no improvement in export 
markets, we might produce 15 to 20 percent more wheat, 10 to 15 
percent more cotton, 5 percent or more corn, and nearly 5 percent 
more milk than would move into consumption at the support levels 
Supplies of both soybeans and flaxseed also would exceed market 
outlets at 90 percent of parity prices 
Dropping all price ‘support and marketing-order programs in the 


h level of 


face of these conditions would lead to a substantial drop in cash farm 
income, probably more than $7 billion. Producers of tobacco, cotton, 


wheat, and dairy products would suffer the greatest declines in 
income. Producers of fee d erains for sale also would experience lower 
incomes and the expansion in output of dairy products, meat animals, 
poultry and eggs resulting from the larger supplies of available feed 
grains would result in slightly lower incomes for these producers 

The decline in income would result from a greater decline in prices 
for these products than the increase in marketings. This is especially 
true for tobacco, cotton, and wheat. 

The cost to the Government of J0-percent supports on d Lr’ prod- 
ucts would be relatively high, however, and tight restrictions might 
be required on the produc tion of all storable crops It is probable 
that strict controls also would be required on the use of diverted acres 
resulting from the wheat, cotton, corn, soybean, tobacco, and peanut 
acreage-control programs, 

A return to the permanent provisions o! the Agricultural Act of 
1949 (flexible loan rates based on sup »plies would result in somewhat 
lower cash farm income but a somewhat less serious production control 
program for feed grains. 

Special provisions regarding the size of stocks permitted before 
invoking marketing quotas indicate that the joan levels and produc- 
tion restrictions for tobacco, peanuts, and cotton would be little 
different under the permanent provisions of the 1949 act. Marketing 
quotas would be invoked at supply levels which would assure 90 
percent of parity price supports for these products most of the time. 
For wheat and corn, however, the supply-loan formulas would result 
in lower loan rates than the present 90 percent of parity. A lower loan 
rate on corn and feed grains would result in increased livestock feed 
utilization but it is doubtful if the lower loan rate on wheat, within 
the range permitted, would result in any increase in wheat consump- 
tion. 

On the basis of past relations, a decrease of 10 percent in feed grain 
prices usually results in a 4- to 5-percent increase in utilization 


MULTIPLE-PRICE PROGRAMS AS ALTERNATIVES FOR WHEAT AND COTTON 


Briefly, most of these proposals involve issuing certificates to pro- 
ducers for a volume of production equal to the amount of the product 
consumed domestically. Each farmer would receive an allotment of 
certificates equal to his pro rata share in the domestic market based on 
past production. 
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The Secretary of Agriculture would determine the value of these 
certificates each Vear based on the estimated difference between the 
free market price and 100 percent of parity. Domestic manufacturers 
would be required to purchase these or equivalent certificates at that 
price to cover all wheat or cotton processed unless the products were 


} 
exported. 


Producers would get free market prices for all wheat and cotton 
produc d plus the value of the certificates issued to them 
The major advantages of a program of this tvpe are 
1) It would permit the supplies of these commodities to move into 
foreign markets at world prices at all times without the use of Govern- 
ment subsidi 
2) In the case of wheat it also micht permit wheat to move into 
domestic livestock feed channels 
To the extent that export markets and feed uses would absorb 
larger supplies at continuously competitive prices than under our 
present price support and marketine-quota programs, acreage allot 
3 


ments would he less restrictive or might become unnecessary 
The major problems ar 
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] 


growing conditions are favorable corn supplies may reach the market- 


ing quota level. If that should happen, producers in the commercial 


corn area wo ild be required to vote on marketing quotas If market- 
ing quotas failed to carry, price-support loans would be dropped to 
50 percent of parity or around 88 cents a bushel. If marketing quotas 


are voted many people anticipate serious enforcement difficulties. 
The alternative to requiring marketing quotas on corn appears to 
be a program which will stabilize feed grain prices yet keep supplies 


from mounting to excessive levels 
supplies of corn and feed grains might be stabilized fairly well by 
(1) Acreage allotments on corn in the commercial corn area. A 


some who have studied the alternatives suggest t] aut prices and 


reduction of 20 percent in corn production in the commercial corn 


area reduces total feed concentrates only y percent. 

2) Restrictions on the use of diverted acres to preveat land taken 
out of corn, wheat, and cotton from being used to produce grain 
sorghums, oats, barley, rve, and soybeans. If the 20 to 30 million 
acres taken out of the 3 crops, corn, cotton, and wheat, are largely 
planted to these substitute feed crops, total feed production will not 
be reduced. 


i 


Bat n ti + ] i eee eee st 
a heduction mn the support level for teed grains when supplies 





exceed normal by some percentage such as 10 or 20 percent. Analysts 
report that a 10-percent reduction im the market price of corn usually 
increases livestock feed utilization by 100 to 50 million bushels. 
Application of the supply-loan formula in the 1949 act would result 
in corn loans at approximately SO percent of parity in 1954 or around 
$1.40 pel bushel, 
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- | fe ; f - Lan ] ; til 
and relatively firm prices 101 feed av price squeeze willeh lusts u il 


the level of producti mis adj sted to restore a normal livestoe!] 
price ratio 


RESERV! LEVELS FOR WHEAT \ND CORN 


The Agricultural Adjustment Act of 1938, as amended, provides 
that the Secretary of Agriculture shall proclaim a national acreage 
allotment of wheat each vear, which at average vields will produc 
an amount that, when added to the estimated carrvover and imports 
will make available a supply equal to a normal vear’s consumption 
and exports plus 30 percent. 

Similar provisions apply to corn acreage allotments in the commer- 
cial corn area Corn acreage allotments are to be set at levels which 
will result in a total supply equal to the normal supply. Carrvover 
stocks of 10 percent of a year’s consumption plus exports are inchided 


in normal supply 


These provisions In existing legislation in the absence of special 
exceptions require that acreage allotments be set at levels which will 
result in carryover stocks of approximately 300 million bushels of 
wheat and of corn. An amendment passed by the last session of 
Congress provides that the national wheat acreage allotment for 


1954 shall not be less than 62 million acres. 


A number of farm leaders and groups have expressed the opinion 


that substantially higher carryover stocks should be permitted 
] 


the allotment formulas 


Studies indieate that carrvover stocks of 450 to 500 million bushels 
Oo heat and 900 to 1.000 million bushe Is of corn We uld HY required 
to offset 1 verv low and 1 moderately low vield in quence of these 


crops On the average, 1 ve ry low and 1 mo lerately Low yield occurs 
In sequence about once in a 10- to 12-year period. 

Since only approximately half of the normal production of United 
States wheat is used for domestic food the benefits of a supply stahi- 


lization program involving larger than 


normal carryover stocks would 
primarily be in the form of a more stab 


e export supply. There also 
may be special defense contingencies which merit maintaining larger 
than normal carryover stocks of wheat at this time. 

Stabilization of feed-grain supplies and prices, however, tends to 
stabilize and increase the efficiency of the livestock industries. 

Those who oppose the maintenance of large carryover stocks believe 
that they have a depressing influence on current market prices and 
that storage costs on extra stocks are excessive in relation to their 
stabilizing value. Storage and turning costs are estimated at from 
10 to 20 cents a bushel a year depending in part on the rate of interest 
allowed. 

Since carryover stocks of wheat and corn are expected to exceed 
700 and 900 million bushels respectively at the end of the 1953-54 
crop year, the problem is primarily one of how fast and how far 
existing stocks should be reduced by acreage restrictions and special 
disposal programs 


( 
1 
| 
i 


THE CURRENT DAIRY PRICE-SUPPORT SITUATION 


Dairy product prices have been maintained at relatively stable 
levels in recent years both by Federal milk marketing orders in 
fluid-milk markets and by a Government price-support program on 
milk for manufacturing purposes 
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‘ 

Federal milk marketi ye order appear to he fiving reneral satis- 

faction and thus far the committee has not received any formal pro- 
posals for changing the legislative authority governing them. 

The committee has rece ved a number of suggestions for changes in 

the legislation governing price supports for butte rat and other manu- 

factured dairy products. Studies at several land-grant colleges and 


the United S ee Department of Agriculture indicate that with the 
declining demand for butter and other forms of milk fats, consumers 
are not likely to pay prices that average higher than in the lower 
range of the discretionary price-support levels 

Largely because of increased milk supplies beginning in the last 
half of 1952 the Government has purchased substantial quantities of 
butter, American cheese, and nonfat dry milk solids to maintain the 
price of butter and manufacturing milk at 90 percent of parity. Total 
purchases beginning in the fall of 1952, disposition and current stocks 
as of August 31, 1953, follow: 


Purchases Government 

1952-Aug Disposition stock Aug 

31, 1953 sl, 1953 
butter pound 356, 100, 000 80, 522, 000 275, 578, 000 
American cheese do 251, 204, 000 6, 060, 000 245, 234, 000 
Nonfat dry milk solids do 530, 030, OOK 108. 750. 000 421, 280, OOO 


1 The Government also holds 512,000 pounds of nonfat dry milk solids purchased in 1951. 


These purchases represent approximately 3 percent of the national 
milk production in the 1952-53 milk marketing vear and have been 
running al pi rate of 10 percent of total milk production during the 
perio cl April t August of this year They should be much lower for 
the balance of this marketing vear. If the unfavorable pasture season 
whic developed the last of A ugust continues this fall a part of the 
current Government stocks will move back into the domestic com- 
mercial market 

In view of this ceneral situation one proposal for modification of 
the price-support program for manufactured dairy products is for 
the Secretary of Agriculture to exercise his discretionary authority 
and reduce the price-support level for manufactured dairy products 
somewhat. 

Proposals also have been made to arrange special discounts for 


] } ] } Pe a ' to3l a7 y 1 } \ 
larger than normal purchases of fluid milk at retail in periods when 


supplies exceed normal Advocates of this pro posal believe that 
producers could realize higher than manufacturing milk pric es for the 
extra fluid milk sold at discounted retail prices. In ade hice the 
amount of milk diverted to the production of butter and other manu- 
factured dairy products in the fluid milk markets would be lessened 
Another proposal is for the industry and Government to undertake 
more aggressive educational and perhaps special purchase programs 
to reduce the produc tion and marketing of low Puality butte 
PROPOSALS FOR BROADENING MARKETING AGREEME} UTHORIT 
Fruit and vezetable marketing agreement and order programs have 
operated almost continuously for the past 20 vears At one time as 


many is 33 di Tes ne | cram Vel iT) yperati it the preset lime 
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there are 25 active marketing agreement and rdei programs tor Irults 


tables, and tree nuts, 4 covering tree nuts, 3 for citrus fruits, 7 for 


echiuous fruits, 2 for dried fruits, 8 lor potatoes and Vegetabies, an 
:; 
1 tol Ova 0 
| ] ] t , . 
Marketing-order programs facilitate orderly marketing of a com- 


modity by imposing volume, grade, or size limitations and establishing 
surplus pool operations. ‘These activities improve producer returns 


rom a given supply of a product and equitably apportion the burden 


of any surplus 

The volume of several fruits and vegetables used for canning and 
freezing has increased tremendously in recent vears Some of the 
roups have wa ted to extend marketing agreements and orders to 
CON fruits and vegetables used in processing Existing marketing 
agreement legislation does not authorize the use of marketing orders 
for such produ ts [ nde eXisting ft visiation marketing reculations., 
vhich apply only to the products marketed in fresh form, are limited 
Oo smaller and smaller percentage of the total crop as ore of tl 

» is pI essed ach Veal 

Processors oppose the extension of marketing ord to processed 
| ak retr bles on t] ort ds that they would | it) ttotl 
cle ! ot ti produce vith ith roces Shaving a i! | 
1) ' mn of tl rian ti rovram ™ pis ! vi re a 
tion of prod rs and processors on admiunistrati comm s and fo 
iim tion ot they eulatior to the 1 \ products iVallable for process 

er than ineluding 1 lation of the precessed product m bea 
’ i! pal ol pla s for ¢ ( mm OL marketin J Su 
his ield 

iD stin legislat mn does t permit the ria llo ) / i \ | 
rt ee ers or type OLp isecat in! rketing a pl aduct b Pint iL 
orders Several industries have requested regulations of this type. 
Amendments to existing legislation will be required before such regu- 
lations can be issued for any product 

A number of industries also have requested regulations which would 
levy assessments for advertising purposes While a number of States 
hay . passed le rislation a ithorizing assessm«e nts for ady rtising specif 


ral products, existing marketing agreement legislation 
v prohibits regulations dealing with advertising. Opinion is 
divided on the merits of extending marketing-order authority to cove! 


issessments for advertising purposes as well as on the merits of a 


extension of authority for the purposes me ntl med earhiel 


PROPOSALS FOR MAKING POTATOES ELIGII 


FOR DISCRETIONARY PRI 


SUPPORT ALND SURPLUS REMOVAI PROGRAMS 


In 1950 legislation was enacted making potatoes ineligible for price 
supports or surplus removal operations except when marketing quotas 
are in effect Marketing quotas for potatoes are not authorized by 
existing legislation and a large number of the producers do not believe 
that marketing quotas would function effectively for potatoes 

At the present time the potato producers in several different areas 
have adopted marketing agreement and order programs which place 


grade and size limitations on marketings In several cases where 
‘ " ] ] . P . : ] 
marketing orders have limited the marketing of inferior grades and 


izes of other products, section 32 funds have been used to divert these 
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low-grade products into noncompetitive outlets. This use of section 
32 funds 1s prohibited Wn the ease ot potatoe Ss DY the 950 | oislation 
mentioned above 

Proposals have been made whi 
32 funds for surplus removal operations for potatoes on the basis of 
the same general regulations as 
Pr als al h: » heen made ‘ator 1 tones ft hs Igrora 

roposals also have een Mad to restore potatoe Oo that lara 


‘h would authorize the use of seetion 


apply to fruits and other vegetables. 


category of farm products where the Secretary of Agriculture, at his 
discretion, May announce price-support programs. <A bill, H. R.3 
embodying these proposals was approved by the House Agriculture 


Committee in the closing davs of the last session of Congress 


ALTERNATIVE PRICE-SUPPORT PROGRAMS FOR WOOT 


One alternative to the present price supports for wool which has 
been suggested involves a program similar to the present sugar 
program 
— Sucha program could be self-supporting by imposing a tax on both 

] 1 ] 


imported and domestic wool and using the funds to make payments to 


: - ; ’ 
producers 1 leu of direct price-supporting loans and purchases 


Studies inelic ate that taxes adequate to permit payments to pro- 
ducers which would maintain mcomes at level comy arable » ft 
present 90° percent of Purity loans would be considerably less of a 
burden on domestic consumers than the present import duties 

A tax of 15 cents, combined with a suspension of the 25.5 cents 
MmMport dutv, would reduce the cost of wool to domestic mills by 10.5 
eents as compared with the present taruf svstem Because of th 


pyvramiding of trade markups, the benefit to the ultimate consumers 
might be substantially creater 


The lower costs for wool would materially help the competitive posi- 


tion of wool vis-a-vis synthetic fibers which the wool tariff was ne 
intended to protect. A resulting higher level of wool consumption in 


the United States would encourage domestic production and also 
allow larger imports without harm to domestic wool produc rs 
This system also would make domestic wool prices more competitive 


with those of foreign wools and would permit the exportation of grades 
of domestic wool that are less desired by the domestic market. The 
payments would raise producer returns from the exported wool to the 


support level just as in the case of the wool which was sold domestically. 
The following are some apparent disadvantages of such a system 
(1) Suspension of import duties would result in a reduction in the 


revenues into the United States Treasury and therefore to the section 


32 fund. During the past 5 vears customs receipts on wool have 
ranged from $38 million to $66 million, 30 percent of which hes 


automatically gone to section 32. 

(2) The inauguration of such a system would require special legis- 
lation authorizing the tax and also the payments to producers. 
Legislation would be required periodically to permit the renewal of 
such a system. 

(3) Such a system would require specific appropriations each year 
to be made by Congress for payments to producers. In comparison, 
it may be noted that in the case of sugar, such appropriations have 
not encountered serious difficulties. 
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